STATE OF MAI NE Docket No. 98-699
PUBLI C UTI LI TI ES COW SSI ON
Cct ober 20, 1998

BANGOR HYDRO- ELECTRI C COMPANY ORDER
Request for Approval of Certificate

of Public Conveni ence and Necessity

for Contract Wth New Engl and El ectric

System and Approval of Waiver of Notice
Requirenent or in the Alternative, Request

for Advisory Ruling

VELCH, Chair man; NUGENT and DI AMOND, Conmi Ssi oners

l. SUMMARY

In this Oder, we issue a Certificate of Public Conveni ence and
Necessity all ow ng Bangor Hydro-El ectric Conpany (BHE or Conpany) to
enter into a purchase power agreenent with New Engl and Power (NEP), a
subsidiary of New Engl and El ectric System (NEES), subject to the
conditions contained in a Stipulation agreed to by the Conpany and
t he Public Advocate (OPA)

11. BACKGROUND

I n Septenber 1994, BHE entered into a contract with NEP to
purchase 30 MV of capacity and energy for a period of 5 years,
concl udi ng Cctober 31, 1999. The rate paid by BHE was based on NEP s
mar gi nal costs. BHE sought Conm ssion approval because it was
pur chasi ng generating capacity of nore than 1000 KWfor a period of
nore than 3 years. 35-A MR S. A 88 3131, 3133. The Conmi ssion
issued a Certificate of Public Conveni ence and Necessity, and
approved a stipulation agreed to by OPA, BHE and the Conmmi ssion's
Advocacy Staff. Bangor Hydro-Electric Conpany, Petition for
Certificate of Convenience and Necessity to Purchase Generating
Capacity and Energy from New Engl and Power, Pursuant to 35-A MR S. A
8§ 3133 and Chapter 332 of Conmm ssions Rules and Requests for Wivers,
Docket No. 94-356 (May 23, 1995).

I n August of 1998, NEES sold substantially all of its generating
units that formed the basis for the contract price. This
necessitated a renegotiation of the contract. BHE and NEP term nated
the original contract and entered into a new contract for the period
Septenber 1, 1998 through Cctober 31, 1999.
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Pursuant to 35-A MR S. A 8 3133(10-A), the Conm ssion nust
approve any anendnent, extension or renewal of a contract, if the

contract was originally subject to Conm ssion approval. The
Comm ssion may not waive this requirenment if the purchase invol ves
generating capacity that exceeds 5% of installed capacity. Inits

current filing, BHE asks the Comm ssion to consider issuing an
advisory ruling determning that term nation of the original
contract, and entering into a new one for one year, does not trigger
the 35-A MR S. A 8 3133(10-A) approval requirenent for an“"amendnent,
extension or renewal." In the alternative, BHE requests the

Commi ssion wai ve the notice requirenent and issue a certificate.

Al though called a term nation and new contract, we believe the
transaction is essentially an anmendnent subject to our approval.
Therefore, we have processed this case as a request for a
certificate. Because BHE s purchase from NEP exceeds the 5%

t hreshol d, we cannot waive the approval requirenent.

Wth its request, BHE submtted a stipulation agreed to by BHE
and the Public Advocate. BHE and OPA agree that in the event the
Comm ssi on does not issue an advisory ruling, that the certificate
shoul d issue with BHE bearing all risks associated with changes in
costs arising fromthe termnation of the original agreenent.

111. DESCRIPTION OF CONTRACT

The new contract begins on Septenber 1, 1998 and conti nues
through the termof the original contract, Cctober 31, 1999. The
significant ternms of the replacenent contract are simlar in result
to those in the original contract as foll ows:

1. The contract purchase is for 15 MW fromboth M| stone
3 and Seabrook 1, both of which entitlenents are stil
owned by NEP after divestiture.

2. BHE may reduce the purchase under conditions rel ated
toits sales to two large industrial custoners.

3. The price is conposed of a capacity charge and an
ener gy charge:
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a. The capacity charge is unchanged fromthe
original contract.

b. The energy charge is recal cul at ed because the
original contracted cost was based on a fornul a
using NEP's margi nal cost of generation, a
val ue that no |longer exists. Unlike the original
energy charge, the new charge contains two
options. One option is a fixed rate that mrrors
NEP' s margi nal cost of energy. The second option
is a forrmula that i ndexes the energy price to the
prices of oil, gas, and other fuel using
percentages that mrror NEP' s generation m Xx.
Thus, the options both are reasonabl e
approxi mati ons of NEP s margi nal energy cost,
whi ch BHE woul d have been charged under the
original contract.

4. Terns exist to respond to an extended unschedul ed
out age.
5. Standard definitional and protective clauses are

contained in NEP's FERC tariff in the new contract.

IV. DECISION

The Stipulation states that it is the intent of the Septenber 1,
1998, agreenent to put BHE and NEP in as close to the sanme position
as they woul d have been under the original contract. The OPA and BHE
agree that BHE shall bear the risks associated with any change in
costs arising fromtermnating the original contract and entering the
new one. BHE further agrees not to seek adjustnents in revenue
requirenents to reflect any such cost differences.

Qur review indicates that the terns of the contract are
conparable to those in the original contract. The Stipul ation
affords additional protections to ratepayers. |In addition, terns in
the original stipulation approved in 1995 rermain in effect.
Therefore, we approve the Stipulation and grant a Certificate of
Publ i ¢ Conveni ence and Necessity to allow BHE to continue its
purchase from NEP t hrough October 31, 1999.
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Accordi ngly, we

ORDER

1. That the Stipulation, attached and incorporated into this
Order as Attachnment 1, agreed to by Bangor Hydro-El ectric Conpany and
the Public Advocate filed on Septenber 10, 1998 in this Docket is
approved;

2. That Bangor Hydro-Electric Conpany's request for a waiver of
the notice and filing requirenents in 35-A MR S. A § 3133 and
Chapter 332 is granted;

3. That a Certificate of Public Convenience and Necessity is
i ssued for the power purchase between New Engl and Power and Bangor
Hydro- El ectric Conpany as described in the Septenber 1, 1998 letter
and term sheet included in Bangor's Septenber 10 filing, subject to
the conditions in the Stipulation.

Dat ed at Augusta, Miine, this 20th day of October, 1998.

BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm ni strative Director

COWM SSI ONERS VOTI NG FOR: Wl ch
Nugent
Di anmond
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NOTI CE OF RI GHTS TO REVI EW OR APPEAL

5 MR S. A 8 9061 requires the Public Uilities Comm ssion to
gi ve each party to an adjudicatory proceeding witten notice of the
party's rights to review or appeal of its decision nade at the
concl usion of the adjudicatory proceeding. The nethods of review or
appeal of PUC decisions at the conclusion of an adjudicatory
proceedi ng are as foll ows:

1. Reconsi derati on of the Comm ssion's Order may be requested
under Section 1004 of the Comm ssion's Rules of Practice and
Procedure (65-407 C. MR 110) within 20 days of the date of the
Order by filing a petition with the Comm ssion stating the
grounds upon whi ch reconsideration is sought.

2. Appeal of a final decision of the Conm ssion may be taken
to the Law Court by filing, within 30 days of the date of the
Order, a Notice of Appeal with the Admi nistrative Director of

t he Comm ssion, pursuant to 35-A MR S.A 8 1320 (1)-(4) and the
Mai ne Rules of Civil Procedure, Rule 73 et seq.

3. Addi tional court review of constitutional issues or issues
i nvol ving the justness or reasonabl eness of rates may be had by
the filing of an appeal with the Law Court, pursuant to 35-A

MR S. A 8§ 1320 (5).

Not e: The attachment of this Notice to a docunent does not indicate
the Comm ssion's view that the particul ar docunent may be subject to
review or appeal. Simlarly, the failure of the Conm ssion to attach
a copy of this Notice to a docunment does not indicate the

Comm ssion's view that the docunent is not subject to review or

appeal .



